






























































































































































2000-01 Biennial Budget

AGENCY: Revenue, Department of
REVENUE NAME: Income Tax Reciprocity
FUND: General Fund (100)

STATUTORY CITATION: M.S. Section 290.081

DESCRIPTION:

The income tax reciprocity agreement between Minnesota and Wisconsin has been
in effect since 1972. Whenever the Wisconsin tax on Minnesota residents, which
would have been paid without the reciprocity agreement, exceeds the Minnesota tax
on Wisconsin residents, which would have been paid without the agreement, or vice
versa, the state with the net revenue loss resulting from the agreement shall receive
from the other state the amount of such loss.
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NOVEMBER 1998 FORECAST BASIS:

Actual Forecast Forecast
F.Y. 2000 F.Y. 2001 E.Y. 2002
Income Tax Reciprocity $39,537 $40,302 $41,198

Forecast
E.Y. 2003

$41,198




2000-01 Biennial Budget

AGENCY: Revenue, Department of
REVENUE NAME: Motor Vehicle Registration Tax
FUND: Highway User Tax Distribution Fund (280)

STATUTORY CITATION: M.S. Chapter 168

DESCRIPTION:

The Motor Vehicle Registration Tax applies to all vehicles using the public streets
and highways of Minnesota and is paid by individuals licensing or annually re-
registering a motor vehicle. For passenger cars, pickup trucks and vans, a rate of $10
plus 1.25% of depreciated base value applies. The minimum tax is $35. Tax on
buses, tractors and trucks are based on the type, weight and age of the vehicle. A
minimum tax applies to each type of vehicle.

Exemption from the tax is extended to a variety of publicly-owned vehicles and
agricultural tractors and trailers.

The tax is administered by the Department of Public Safety through its annual
licensing activity.

Of the total amounts shown for forecast revenues for F.Y. 2000-03, passenger
vehicles account for about 70% of yearly revenues.

NOVEMBER 1998 FORECAST BASIS:

Actual Forecast Forecast Forecast
F.Y. 2000 E.Y. 2001 E.Y. 2002 F.Y. 2003

Motor Vehicle
Registration Tax $556,000 $579,800 $604,500 $630,400




2000-01 Biennial Budget

AID/CREDIT:
REVENUE SOURCE:

Property Tax Refund (PTR)
State General Fund

LEGISLATIVE CITATION: M.S. 290A; Laws 1998, Reg. Sess., Ch. 389,
Art. 2, Sec. 18-19

PURPOSE:

To provide general property tax relief to homeowners and renters based on an
income definition of ability to pay

DESCRIPTION:

The property tax refund program is designed to “target” state paid financial
assistance to households which have relatively high property taxes and low income.
In addition to the regular refunds provided to homeowners and renters the
legislature will periodically provide additional “targeting” refunds to specified
property owners who may be uniquely impacted by high property taxes due to
certain economic conditions or other related state property tax policies.

TRENDS:

FY 1996 FY 1997 FY 1998
($000°S)
PTR

Homeowners $78,335 $79,705 $ 84,047
Renters $89,111 $88,929 85,856
Targeting 4911 4.689 3,775
Total $172,357 $173,323 $173,678

Policy Issues: The property tax refund for homeowners is currently underutilized.
This type of program is far more efficient than other state aid policies in “targeting”
property tax relief to households who need it. The targeting refund is an important
property tax relief mechanism especially during periods when other major state
property tax law changes are being implemented.

Explanation of Estimate: The Department of Revenue estimates PTR costs by
modeling growth in state personal income, change in the number of applicants,
changes in property taxes on homesteads, growth in rent paid by rental households,
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and changes to the property tax refund schedule, including indexing income
brackets and maximum refund amounts for annual inflation.

CURRENT LAW
($ 000°s)
F.Y.1999 F.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
Property Tax Refunds:
Homeowners $80,782 $77,081  $75,654 $79,632 $86,969
Renters 100,830 113,127 117,315 121,762 128,999
Targeting 1.351 1.927 1,800 4.000 4,000
Total $182,963  $192,135 $194,769  $205,394  $219,968




2000-01 Biennial Budget

AID/CREDIT:
REVENUE SOURCE:

Education Homestead Credit
State General Fund

LEGISLATIVE CITATION: M.S. 273.1382; Laws 1998, Reg. Sess.,
Ch. 389, Art. 2, Sec. 13, 14

PURPOSE:

Provides school levy property tax relief to homeowners to offset the tax shift
caused by reduction in commercial/industrial class rates.

DESCRIPTION:

The education homestead credit was established beginning in pay 1998 to reduce
the property tax burden of homestead owners. The credit in pay 1998 is equal to
32% of the general education tax up to a $225 maximum. For pay 1999, the credit
will increase to 66.2% of the general education tax up to $320. The credit will
change in pay 2000 and following years to 64.1% of general education tax up to
$335. The credit offsets the initial tax shift caused by reduction of
commercial/industrial class rates.

TRENDS:
The credit began in F.Y. 1999.

Policy Issues: The credit protects homesteads from initial tax shifts due to changes
in the property classification system, and does not subsidize programs and service
costs determined locally. However, the credit could be used in the future as a
homestead property tax relief mechanism, responding to local non-school spending
levels or future tax shifts caused by changes in market value growth rates.

Explanation of Estimate: The Department of Revenue estimates education
homestead costs for real property using a file of all homestead parcels in the state,
together with its property tax computer simulation model for all property types.
Allowance is made in the estimate for growth of homestead market value and
number of homesteads. The manufactured home portion of the education credit is
estimated using abstract of tax lists data.
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CURRENT LAW
($ 000°s)
F.Y.1999 F.Y.2000 F.Y. 2001 F.Y.2002 F.Y. 2003
Education Homestead Credit:
Real Property $144,244  $283,147 $316,060 $325,360 $332,026
Manufactured Homes 569 1.073 1.195 1.203 1.203
Total $144,812 $317,255  $326,563 $333,229

$284,220




2000-01 Biennial Budget

AID/CREDIT: Disparity Reduction Credit (“Border City
Disparity Aid”)
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S.273.1398, Subd. 4; Laws 1998,
' Reg. Sess., Ch. 389, Art. 2, Sec. 17

PURPOSE:

To provide a property tax credit for apartment and commercial/industrial property
in the border cities of Breckenridge, Dilworth, East Grand Forks, and Moorhead.

DESCRIPTION:

First paid for taxes payable year 1989, the credit reduces property tax burden for
commercial/industrial, public utility and apartment property to 2.3% of taxable
market value. The credit declined from $5.4 million in F.Y. 1998 to $4.3 million
in F.Y. 1999 because legislation reduced the class rates of eligible property and
increased aids.

TRENDS:

FY 1996 FY 1997 FY 1998
($ 000’s)

$5,102 $5,238 $5,452

Policy Issues: This credit is targeted to reduce the business property tax in cities
near the North Dakota border because of the lower business property tax in that
state. If business property class rates are further reduced in Minnesota to be more
competitive with North Dakota, this credit could be phased out.

Explanation of Estimate: The Department of Revenue estimates the cost of
disparity reduction credit by modeling the interaction of gross and net taxes,
inflation in market values, changes in local tax rates, and other adjustments at the
unique taxing jurisdiction level. A 1998 law change reduced the effective tax rate
for class 3a property from 3.3% to 2.3% thus increasing the credit effective for F.Y.
2000.
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Disparity Reduction
Credit

CURRENT LAW
($ 000’s)

F.Y. 1999 F.Y.2000 FE.Y.2001

E.Y. 2002 F.Y.2003

$4,268 $4,875

$4,899

$4,946

$4,995




2000-01 Biennial Budget

AID/CREDIT: Enterprise Zone Credit CURRENT LAW
REVENUE SOURCE: State General Fund (3 000°s)
LEGISLATIVE CITATION: M.S. 469.171, Subd. 7a; Laws 1998, F.Y.1999 F.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
Reg. Sess., Ch. 389, Art. 12, Sec. 10,
Subd. 3 Enterprise Zone Credit $19 $19 $19 $19 $19
PURPOSE:

To provide a property tax credit for businesses in designated enterprise zones to
encourage business development and retention in distressed areas.

DESCRIPTION:

Businessses in enterprise zones receive state-paid property tax credits at the option
of the business and municipal government. The credit reduces the property tax bill
of the business, and the state reimbuses the local governments affected. Currently,
the credit is provided only in the City of Breckinridge.

TRENDS:
FY1996  FY1997 FY 1998
(5 000°s)
$14 $17 $19

Explanation of Estimate: The credit is assumed to remain constant at the F.Y.
1999 level. Although a $500,000 additional allocation for enterprise zones was
passed in 1998, use of it for property tax reduction is uncertain.
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2000-01 Biennial Budget

AID/CREDIT: Disaster Credit CURRENT LAW
REVENUE SOURCE: State General Fund (% 000’s)
LEGISLATIVE CITATION: M.S. 273.123, Subd. 1-6 F.Y.1999 F.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
Disaster Credit $988 $810 $34 $0 $0
PURPOSE:

To provide a property tax credit for homestead property damaged by a disaster.
DESCRIPTION:

The disaster credit reduces the property tax of homestead property in the following
payable year after damage suffered within a declared disaster or emergency area.
The property is reassessed after the damage, and the difference between the original
and reassessed value is multiplied by the ratio of the number of full months
remaining in the year divided by 12 months. This product is then multiplied by the
prevailing local tax rate to obtain the credit amount. The state reimburses local
governments for the credit. The credit program first became effective in pay 1984.

TRENDS:
FY 1996 FY 1997 FY 1998
($ 000’s)
$0 $0 $33

Explanation of Estimate: The F.Y. 2000 estimate reflects the tornadoes and
storms of March 29, May 15, and May 30, 1998. Data on storm damage from the
Department of Public Safety were used to estimate market value reductions, and
projected tax rates from the Department of Revenue’s property tax model were
used to calculate the estimated credit.



2000-01 Biennial Budget

AID/CREDIT:  Supplementary Property Tax Relief and Taconite
Aid Reimbursement
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S. 273.1391; Laws 1998, Reg. Sess.,
' Ch. 389, Art. 10, Sec. 3; M.S. 477A.15

PURPOSE:

To provide property tax relief similar to the taconite homestead credit for school
districts that do not meet the eligibility requirements as a taconite tax relief area but
are located in a county where taconite is mined or quarried (supplementary relief),
or school districts that received occupation tax proceeds prior to a law change in
1978 (taconite aid reimbursement).

DESCRIPTION:

Supplementary property tax relief (“supplemental taconite homestead credit”) is
provided to school district #317 in Itasca County and to school district #698 in
Aitkin and St. Louis counties. The credit has the same formula as the “57%”
taconite homestead credit program, but is paid from the state General Fund. The
qualifying homestead tax is first reduced by the education homestead credit before
computing this credit.

TRENDS:

FY 1996 FY 1997 FY 1998
($ 000°s)
$1,028 $1,034 $1,043

Explanation of Estimate: The supplementary homestead tax relief (or
supplemental taconite homestead credit) was changed in the 1998 session to
remove a maximum credit provision, increasing the F.Y. 2000 expenditure.
Taconite aid reimbursement is a constant amount each year. The credit and
reimbursement is assumed to remain level from F.Y. 2000 to F.Y. 2003.
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CURRENT LAW
($ 000°s)
F.Y.1999 F.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
Supplemental Relief $517 $544 $544 $544 $544
Taconite Reimbursement 561 561 561 561 561
Total $1,078 $1,105 $1,105 $1,105 $1,105




2000-01 Biennial Budget

AID/CREDIT:
REVENUE SOURCE:

Homestead and Agricultural Credit Aid (HACA)
State General Fund

LEGISLATIVE CITATION: M.S. 273.1398; Laws 1998, Reg. Sess.,
Ch. 389, Art. 2, Sec. 15

PURPOSE:

To provide general property tax relief aid to local governments to compensate for
a reduction in taxable value class rates on homesteads, rental, commercial/
industrial, and other properties.

DESCRIPTION:

The homestead and agricultural credit aid (HACA) was adopted in 1988 with the
first effective year being for taxes payable in 1990. In general, the intent of HACA
was to replace the homestead and agricultural credit property tax relief system with
a general aid that compensates local governments for the loss in tax capacity
resulting from lower class rates on selected property types. Originally, the aid was
determined by a formula that computed the difference between “gross tax capacity”
and “net tax capacity.” In 1991 and subsequent years the allocation of aid amounts
to local governments was frozen, but increased annually by various adjustments.
Under current law, reductions in class rates may result in increased HACA if
specified in law, though this adjustment is not automatic. The final aid amounts
distributed to local governments are also subject to program offsets for state
takeover of income maintenance and court costs.

TRENDS:

FY 1996 FY 1997 FY 1998
($ 000’s)

$591,937 $551,547 $536,155

Policy Issues: HACA is a general aid that is not well targeted to “needy”
communities nor targeted to individuals with little ability to pay. In general, this
aid mechanism has made local governments overly dependent on state revenue and
is very inefficient in targeting property tax relief to needy individuals.
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Explanation of Estimate: The Department of Revenue estimates the cost of
HACA by modeling annual increases related to class rate reductions, inflation and
other adjustments at the unique taxing jurisdiction level. HACA is declining
because of an annual additional transfer of school HACA to special education aid
programs.

CURRENT LAW
(% 000’s)
F.Y. 1999 F.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
Homestead and
Agricultural Credit
Aid (HACA) $506,717  $487,132  $477,474  $468,350 $465,642




2000-01 Biennial Budget

AID/CREDIT: Local Government Aid (LGA)
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S. 477A.013 - .015; Laws 1998, Reg. Sess.,
Ch. 389, Art. 4, Sec. 8,9, 12, 13

PURPOSE:

To provide general support aid and property tax relief to local governments.

DESCRIPTION:

The formula for cities has changed many times since enacted in 1971. In general,

the formula attempts to target aid to those cities with the lowest tax capacity and

high need, but provides for a substantial “grandfathered” amount. Under current

law for taxes payable in 1999 and subsequent years the formula is:

B Need increase percentage * (city revenue need times 1997 population) minus
(city net tax capacity times tax effort rate).

B Total city LGA is increased annually for inflation.

& Township aid is grandfathered from the 1993 level, with annual increases for
inflation.

TRENDS:

FY 1996 FY 1997 FY 1998
(5 000’s)

$339,322 $349,268 $362,180

Policy Issues: The primary policy issues are determining the appropriate level of
“general support” aid to local governments and how to best “target” that aid to
communities with higher need and low wealth.

Explanatioﬁ of Estimate: Dollar amounts are appropriated by law.
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Local Government Aid
(LGA)

CURRENT LAW
(5 000’s)

F.Y.1999 FE.Y.2000 FE.Y.2001

E.Y.2002 FE.Y.2003

$377,396  $386,549  $390,787

$400,189

$409,798




2000-01 Biennial Budget

AID/CREDIT: Manufactured Home Homestead and Agricultural
Credit Aid
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S. 273.166

Manufactured Home
Homestead and

PURPOSE: Agricultural Credit Aid

CURRENT LAW
($ 000’s)
FY.1999 F.Y.2000 E.Y.2001
$7,075  $7554  $7,612

E.Y. 2002

$7,647

E.Y. 2003

$7.689

To provide general property tax relief aid to local governments to compensate for
a reduction in taxable value class rates affecting manufactured homes.

DESCRIPTION:

The homestead and agricultural credit aid (HACA) for manufactured homes was
adopted in 1988 with the first effective year being for taxes payable in 1990.
Originally, the aid was determined by a formula that computed the difference
between “gross tax capacity” and “net tax capacity.” In 1991 and subsequent years
the allocation of aid was frozen, but increased annually by various adjustments.
Unlike HACA for real property, the formula for manufactured home HACA
specifies that any class rate change requires a “net tax capacity adjustment” and
thus provides for an “automatic” response to class rate changes.

TRENDS:
FY 1996 FY 1997 FY 1998
(S 000’s)
$6,444 $6,647 $6,611

Explanation of Estimate: The F.Y. 2000 estimate assumed the same additional
adjustment for class rate changes as the F.Y. 1999 amount. Household growth
adjustments to county manufactured home HACA for F.Y. 2000-F.Y. 2003 were
assumed to be at the same level as in F.Y. 1999.
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2000-01 Biennial Budget

AID/CREDIT: Police and Fire State Aids
REVENUE SOURCE: State General Fund
LEGISLATIVE CITATION: M.S. 69.011; 69.021; 69.54-69.56; 69.021,
: Subd. 11e; 423A.02, Subd. 1-1b
PURPOSE:

To support retirement pensions of local peace officers and firefighters.
DESCRIPTION:

Police State Aid (ML.S. 69.011, 69.021) The initial revenue source for this aid is
derived mainly from auto insurance premium tax, but the available aid is limited
to the employers’ actual pension obligation each year. Because the revenue usually
exceeds the employers’ obligations, an “excess police state-aid holding account”
is used to allocate the excess revenue to an ambulance service account or to
additional amortization aid.

Fire State Aid (M.S. 69.011, 69.021) The initial revenue source for this aid is
derived mainly from fire insurance premium tax (“fire, lightning, sprinkler leakage
and extended coverage premiums”). An additional amount of fire aid also is
allocated from the annual appropriation for amortization aid.

Insurance Silrcharge Aid (M.S. 69.54-69.56) This is a state aid to firefighters’
relief associations in cities of the first class. The funding is a 2 percent surcharge
on insurance premiums on fire, lightning and sprinkler leakage in first class cities.

Amortization State Aid (423A.02, Subd. 1) An annual appropriation of
$4,925,000 was provided in 1997 to fund this aid to police or salaried firefighters’
pension associations that have an unfunded actuarial accrued liability. Certain
reductions to the aid to the Minneapolis association are made annually, depending
in part on investment returns.

Supplementary Amortization State Aid and Additional Amortization State Aid
(M.S. 423A.02, Subd. 1a and 11e) The supplementary aid of $1 million per year
is an additional payment to police and fire associations with unfunded liabilities.
The additional amortization state aid is allocated from the excess police aid
account, and also is paid to police aid associations with unfunded liabilities.
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CURRENT LAW
($ 000’s)

F.Y.1999 FE.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003

Police State Aid $39,961 $41,342 $44 283 $47,412 $50,741
Fire State Aid 16,132 15,844 16,573 17,335 18,132
Insurance Surcharge 1,000 1,000 1,000 1,000 1,000
Amortization Aid 4,970 4,925 4,925 4,925 4,925
Supp. Amortiz. Aid 4,243 1,000 1,000 1,000 1,000
Firefighters’ Reimb. 366 370 378 380 374
Additional Amortiz. 3.434 2261 942 2.240 1.011
Total $63,863 $66,742 $69,101 $74,292 $77,183

Firefighters’ Relief Reimbursement (424A.10) Also known as “supplemental
benefit reimbursement.” This is an aid for volunteer firefighter associations to fund
a 10 % benefit when volunteer firefighters receive a lump pension distribution.

TRENDS:
FY 1996 FY 1997 FY 1998
(3 000°s)
$57,184 $59,524 $62,480

Explanation of Estimate: For police state aid, the 1997-1998 annual rate of
growth of insurance tax (3.8%) is assumed to continue to 2002. The PERA
obligation of employers is assumed to grow at 6.4% using “assumption C” with an
average member age of 38.3 years. Fire state aid revenue is assumed to grow at the
1997-98 annual rate of 4.6% from 1999 to 2002.



2000-01 Biennial Budget

AID/CREDIT: Family Preservation Aid
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S. 477A.0122; 477A.03; Laws 1998,
Reg. Sess., Ch. 389, Art. 2, Sec. 16, 20
and Art. 4, Sec. 8c

PURPOSE:

To provide a state aid to counties to reduce the rate of increase in the costs of out-
of-home placement of children and the related property tax increase.

DESCRIPTION:

This aid was allocated to counties in F.Y. 1996 based on a county’s share of out-of-
home placement of children, and a county’s share of income maintenance caseload.
Thereafter, the aid was increased annually based on a county’s share of the
statewide income maintenance caseload. For F.Y. 2001, the aid was increased by
$30 million, including a $20 million increase plus a $10 million transfer from
HACA. The total appropriation is adjusted annually for inflation.

TRENDS:
FY 1996 FY 1997 FY 1998
($ 000’s)
$1,500 $1,547 $1,598

Policy Issues: The 1998 legislative session mandated a study of family
preservation aid, requiring recommendations for a new formula and study of
proposals for reducing reporting mandates on out-of-home placement caseloads.
The study is due 2-1-99.

Explanation of Estimate: The forecast of this aid is based on appropriations and
an estimate of the implicit price deflator for state and local government purchases
of goods and services provided by Data Resources, Inc.
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Family Preservation Aid

CURRENT LAW
($ 000°s)

F.Y. 1999 E.Y. 2000

$1,638 $1,679

F.Y. 2001

$31,721

F.Y. 2002

$32,514

E.Y. 2003

$33,327




2000-01 Biennial Budget

AIﬁ/CREDIT: Local Performance Aid
REVENUE SOURCE:  State General Fund

LEGISLATIVE CITATION: M.S. 477A.05; 477A.03, Subd. 3

Local Performance Aid

PURPOSE:

CURRENT LAW
($ 000°s)
F.Y.1999 FE.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
$10,525 $9,768 $10,012 $10,263 $10,519

To provide a state aid to facilitate development among counties and cities of a local
system of performance measures for public services.

DESCRIPTION:

Established beginning in F.Y. 1998, this is a per capita aid for counties and cities
to reward jurisdictions that adopt systems of performance measures. To qualify,
a county or city must affirm that property taxes will be reduced by an amount at
least equal to the amount of LPA received, and that the aid will be spent on
programs for which it has developed a system of performance measures.
Originally funded in part by $1 per capita transfer from HACA, the aid has been
increased by additional appropriations, and is adjusted annually for inflation.

TRENDS:
FY 1996 FY 1997 FY 1998
(5 000’s)
$0 $0 $9,293

Explanation of Estimate: The forecast of this aid is based on appropriations and
an estimate of the implicit price deflator for state and local government purchases
of goods and services provided by Data Resources, Inc.
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2000-01 Biennial Budget

AID/CREDIT: County Criminal Justice Aid
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S. 477A.0121; 477A.03

Net Aid
PURPOSE: Public Defense Transfer

CURRENT LAW
(3 000°s)
F.Y. 1999 FE.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
$28,025 $28,650 $29,364 $30,095 $30,844
$424 $435 $445 $457 $468

To provide a state aid to counties to reduce the reliance of criminal justice and
corrections programs on local property taxes.

DESCRIPTION:

County criminal justice aid is distributed to each county based on population and
number of “Part I” crimes reported by the commissioner of public safety. Each
year, 1.5% of the total appropriation is reserved for state payments for public
defender costs. The aid program began in F.Y. 1994. Transfers from HACA of $10
million for FY 1997 and $6.8 million for F.Y. 1998 have increased the level
significantly. The aid is adjusted for inflation annually.

TRENDS:

Net County Criminal Justice Aid:

FY 1996 FY 1997 FY 1998
(3 000’s)
$9,798 $20,010 $27,488

Explanation of Estimate: The forecast of this aid is based on appropriations and
an estimate of the implicit price deflator for state and local government purchases
of goods and services provided by Data Resources, Inc.
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2000-01 Biennial Budget

AID/CREDIT:
REVENUE SOURCE:

Attached Machinery Aid
State General Fund

LEGISLATIVE CITATION: M.S. 273.138

PURPOSE:

To compensate counties and school districts for lost revenue because of the
removal of attached machinery from the tax base in 1973. The tax base previously
included commercial/industrial machinery as taxable property.

DESCRIPTION:

The aid is a fixed amount, paid to counties beginning in 1984, based on the 1972
assessed value of attached machinery times the counties’ total mill rate for 1983
times 1.25. The aid to schools is based on the 1972 assessed value times the 1973
mill rate for certain school levies, and the aid is subtracted from school levy limits.
The aid is targeted to counties (except Hennepin, Ramsey and St. Louis) with an
unusually high level of exempted machinery value in 1972, and the aid amount is
fixed.

TRENDS:

The aid is a fixed amount each year.

Policy Issue§: The aid is based on attached machinery 1972 assessed values. Only
13 counties qualify for the aid. The limited eligibility and dated basis suggests that

a new look at the purpose of the aid is needed.

Explanation of Estimate: The aid is a fixed amount each year.
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CURRENT LAW
($ 000’s)
F.Y. 1999 E.Y. 2000 F.Y. 2001 F.Y.2002 FE.Y.2003
Counties $2,382 $2,382 $2,382 $2,382 $2,382
Schools 836 836 836 836 836
Total $3,218 $3,218 $3,218 $3,218 $3,218




2000-01 Biennial Budget

AID/CREDIT: Indian Casino Aid (Payments to counties under
tax refund agreements with Indians)
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S. 270.60, Subd. 4; Laws 1998, Ch. 389,
Art. 16, Subd. 11

PURPOSE:

To provide a state aid to counties where the county has an Indian reservation
located in the county, the tribe operates a casino, and state taxes are collected under
a tax agreement with the tribe.

DESCRIPTION:

This aid provides state tax relief to counties containing an Indian reservation where
the tribe operates a casino and has an agreement with the state to collect taxes. If
the total payment exceeds $1.1 million, reductions will be made first to counties
that do not have a per capita income less than 80% of the state level or have 30%
or more of total market value of real property that is tax exempt. The aid is equal
to 10% of the state share of taxes collected from the Indian reservation under a tax
agreement, up to a maximum of $1.1 million per year. A total of 10 counties were
paid for F.Y. 1999.

TRENDS:
The aid payments began in F.Y. 1999.
Explanation of Estimate: The F.Y. 1999 amounts are actual aid payments. It was

assumed that the same set of 10 counties will continue to be eligible in future years,
and that tax agreements will generate revenue for the state at the same level.

Indian Casino Aid

CURRENT LAW
($ 000°s)
F.Y.1999 FE.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
$798 $798 $798 $798 $798




2000-01 Biennial Budget

AID/CREDIT:  Public Employees Retirement Association Aid
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S.273.1385

PURPOSE:

To provide a state aid to cities, counties, towns and other non-school jurisdictions
to offset an employer contribution rate increase for the Public Employees
Retirement Association (PERA).

DESCRIPTION:

The aid for eligible jurisdictions is equal to 0.35% of the F.Y. 1997 payroll for
employees who were members of the general plan of PERA. The first aid payment
was in December 1998, and represented one-half of the annual aid for F.Y. 1999
and following years. The aid for F.Y. 2000 and following years for any jurisdiction
cannot exceed the aid paid for F.Y. 1999, but can be reduced if the PERA payroll
of an employer is reduced below the F.Y. 1997 level. The aid terminates on 6-30-
2020.

TRENDS:
FY 1996 FY 1997 FY 1998
($ 000°s)
$0 $0 $7,475

Explanation of Estimate: The forecast of this aid is based on appropriations. The
aid level is held constant from F.Y. 1999 to F.Y. 2003, assuming that the PERA
payroll of employers will remain above the F.Y. 1997 level.
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Public Employes Retire-
ment Assocation Aid

CURRENT LAW
($ 000°s)
F.Y. 1999 F.Y.2000 F.Y.2001 E.Y.2002 F.Y. 2003
$14950  $14,950 $14,950 $14,950 $14,950




2000-01 Biennial Budget

AID/CREDIT: TIF Deficit Aid
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: Laws 1997, Reg. Sess., Ch. 231, Art. 1,
Sec. 19

PURPOSE:

To provide a state aid to municipalities for deficits in tax increment financing
districts (TIF) caused by reductions in business property class rates for taxes
payable in 1998.

DESCRIPTION:

A total of $2 million was appropriated in the 1997 legislative session to fund grants
to tax increment financing districts for deficits caused by reductions in business
property class rates for taxes payable 1998. The appropriation is available for F.Y.
2000 and F.Y. 2001.

TRENDS:

The aid begins in F.Y. 2000.

Explanation of Estimate: It was assumed that the $2 million will be spent one-
half in each fiscal year.
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TIF Deficit Aid

CURRENT LAW
($ 000’s)
E.Y. 1999 F.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
$0 $1,000 $1,000 $0 $0




2000-01 Biennial Budget

AID/CREDIT: Senior Deferral Reimbursement
REVENUE SOURCE: State General Fund

LEGISLATIVE CITATION: M.S. 290B.09

PURPOSE:

To provide a state reimbursement to counties for property tax deferrals granted to
qualified homeowners age 65 or older.

DESCRIPTION:

Passed in 1997 and effective for taxes payable in 1999 and following years, this
reimbursement to counties begins in F.Y. 2000. The reimbursement equals the
property taxes deferred each year, less property tax refunds and revenue recapture.

TRENDS:
The aid begins in F.Y. 2000.

Explanation of Estimate: The senior deferral program had about 10 applicants
in 1998, and the first payment will be made in F.Y. 2000. For 1999 (payment in
F.Y. 2001), because the deferral will be announced on the PTR form, it was
assumed that participation will increase to about 100 applicants.
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Senior Deferral
Reimbursement

CURRENT LAW
(5 000’s)

F.Y.1999 F.Y.2000 F.Y.2001 E.Y. 2002 F.Y. 2003

$0 $2 $20 $20 $20




2000-01 Biennial Budget

AID/CREDIT:
REVENUE SOURCE:

Low Income Housing Aid
State General Fund
LEGISLATIVE CITATION: Laws 1998, Reg. Sess., Ch. 389, Art. 4,
Sec. 10, 11

PURPOSE:

To provide state aid to cities that sustain a loss of tax capacity of 2 1/2% or more
from conversion of apartments to the new class 4d, or cities that have new
construction of apartment classified as 4d after 1-1-99.

DESCRIPTION:

The existing housing aid, for cities that sustain more than a 2 1/2% reduction in net
tax capacity as a result of conversion of existing apartments to the new class 4d, is
equal to the loss of tax base times the city government’s average tax rate for taxes
payable in 1998. The new construction aid is equal to 1.5 times the tax capacity
of qualified new construction of class 4d rental property times the city
government’s average tax rate for the previous year. The existing aid will be paid
in F.Y. 1999 to F.Y. 2002, and the new construction aid will be paid beginning in
F.Y. 2002.

TRENDS:
The aid begins in F.Y. 2000.

Explanation of Estimate: The existing low income housing aid was estimated
with preliminary data from the Minnesota Housing Finance Agency.
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CURRENT LAW
($ 000°s)
F.Y.1999 F.Y.2000 FE.Y.2001 F.Y.2002 F.Y.2003
Existing Housing Aid $17 $200 $200 $200 $0
New Housing Aid _0 0 0 4 _8
Total $17 $200 $200 $204 $8




State Revenue

Tax Revenues:
Individual Income Tax
General Sales Tax
Corporate Income Tax
Gasoline & Special Fuels Taxes
Motor Vehicle License Tax
Motor Vehicle Sales Tax
Health Care Taxes
Ali Other Taxes

Subtotal - State Taxes
Non-Tax Revenues:
Fees & Charges
Investment Earnings
Post-Secondary Tuition
Tobacco Settlements
All Other Resources
Subtotal - State Non Tax Revenues
Subtotal - State Own Source Revenues
Federal Grants

TOTAL STATE REVENUES

Local Non-School Revenues

Tax Revenues:
Property Tax
Sales Tax
Other Taxes

Subtotal - Local Taxes

Non-Tax Revenues:
Special Assessments
Licenses and Permits
Charges for Services
Investment Eamings
Selected Enterprise Revenues
Miscellaneous Revenues

Subtotal - Local Non Tax Revenues
Subtotal - Local Own Source Revenues
Intergovernmental Revenue:
State Aid
Local Aid
Federal Aid

Subtotal - Intergovernmental Revenue

TOTAL LOCAL NON-SCHOOL REVENUES

January 1999 Governor's Recommendation

Price of Government
State & Local Revenues, C.Y. 1990-2002

as a Percent of Personal Income
($ in Thousands)

C.Y. 1990 C.Y. 1991 C.Y. 1992 C.Y. 1993 C.Y. 1994 C.Y. 1995 C.Y. 1996 C.Y. 1997 C.Y. 1998 C.Y. 1999 C.Y. 2000 C.Y. 2001 C.Y. 2002
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001 F.Y. 2002 F.Y. 2003
2,972,983 3,144,636 3,471,374 3,539,994 3,753,268 4,135,332 4,768,390 4,746,569 4,997,670 5,190,885 5,676,800 5,920,000 6,225,175
1,966,209 2,193,451 2,378,482 2,622,271 2,722,596 2,901,268 3,012,746 3,251,685 2,326,320 3,435,001 3,639,138 3,845,600 4,001,300
457,934 420,278 509,534 551,822 665,757 701,735 680,898 752,061 715,440 666,685 695,455 707,265 762,045
430,213 437,817 441,619 457,614 468,738 495,458 516,664 529,211 541,916 547,715 557,661 567,404 577,384
351,664 370,650 404,655 425,036 452,317 475,669 511,113 539,865 659,886 488,848 405,508 417,396 429,767
236,720 270,356 296,284 332,994 347,523 381,219 401,751 444,976 435,000 433,600 449,400 458,000 473,400
0 0 13,566 64,532 145,978 171,597 186,035 155,370 162,433 168,074 208,502 218,064 237,134
549,253 585,022 662,167 759,729 754,684 812,280 832,986 892,195 877,154 875,006 897,430 912,203 929,742
6,963,976 7,422,210 8,177,681 8,653,992 9,310,861 10,074,558 10,910,583 11,311,932 10,615,819 11,805,814 12,529,894 13,045,932 13,635,947
249,168 338,879 326,518 366,305 358,331 390,518 428,839 451,386 458,785 457,781 476,090 473,019 472,316
172,861 109,360 77,989 79,419 120,028 149,943 194,937 254,721 256,762 172,080 151,743 150,431 146,009
354,404 379,134 409,787 415,135 417,787 415,775 447,607 463,147 465,881 468,516 475,783 482,009 487,370
0 0 0 0 0 0 0 297 460,800 360,693 373,825 413,223 292,223
§70,118 560,559 571,254 650,922 613,591 726,449 768,817 893,216 801,356 761,588 747,235 755,709 747,164
1,346,551 1,387,932 1,385,548 1,511,781 1,509,737 1,682,685 1,840,200 2,062,767 2,443,584 2,220,668 2,224,676 2,274,391 2,145,082
8,310,527 8,810,142 9,563,229 10,165,773 10,820,598 11,757,243 12,750,783 13,374,699 13,059,403 14,026,482 14,754 570 15,320,323 15,781,028
2,260,587 2,630,697 2,778,303 3,133,023 3,212,969 3,292,314 3,479,377 3,684,084 4,112,612 4,241,070 4,312,168 4,415,241 4,533,187
10,571,114 11,340,839 12,341,532 13,298,796 14,033,567 15,049,557 16,230,160 17,058,763 17,172,015 18,267,552 19,066,738 19,735,564 20,314,216
1,781,901 1,979,384 2,090,992 2,165,434 2,218,545 2,328,364 2,449,028 2,561,031 2,674,205 2,771,159 2,911,234 3,061,064 3,213,409
49,852 52,750 60,272 64,023 74,381 78,433 82,080 86,825 92,382 97,287 102,038 106,732 111,641
82,961 92,774 99,262 103,591 102,707 104,375 114,318 121,338 127,716 133,013 138,557 144,360 150,433
1,914714 2,124,908 2,250,526 2,333,048 2,395,633 2,511,172 2,645,426 2,769,194 2,894,303 3,001,459 3,151,829 3,312,156 3,475,483
203,949 207,957 239,171 241,280 227,548 222,077 236,857 235,772 234,904 234,267 245,299 257,443 269,854
58,168 62,802 68,530 72,874 78,211 86,705 97,800 107,878 118,995 131,260 137,416 144,193 151,119
388,710 414,902 438,234 482,785 479,682 483,770 529,258 545,846 563,022 580,810 606,031 633,815 662,061
326,643 291,536 260,507 253,102 260,010 313,453 306,628 313,558 317,916 324,592 332,220 340,826 349,209
1,238,569 1,418,282 1,527,277 1,627,881 1,750,121 1,834,630 1,899,526 2,004,851 2,118,586 2,241,425 2,343,378 2,455,632 2,570,112
254,965 262,455 273,537 287,094 324,313 362,768 385,130 426,163 472,281 524,140 547,624 573,485 599,832
2,471,004 2,657,934 2,807,256 2,965,016 3,119,885 3,293,403 3,455,199 3,634,068 3,825,704 4,036,494 4,211,968 4,405,394 4,602,187
4,385,718 4,782,842 5,057,782 5,298,064 5,515,518 5,804,575 6,100,625 6,403,262 6,720,007 7,037,953 7,363,797 7,717,550 8,077,670
1,702,770 1,660,831 1,676,587 1,763,224 1,762,645 1,777,730 1,866,856 1,936,647 2,029,345 2,013,075 2,041,847 2,061,847 2,061,847
66,439 72,799 72,554 66,338 72,498 68,512 71,143 71,143 71,143 71,143 71,143 71,143 71,143
542,064 470,091 441,744 530,827 509,880 504,965 629,905 528,493 528,493 528,493 528,493 528,493 528,493
2,311,273 2,193,721 2,190,885 2,350,388 2,345,023 2,351,207 2,467 904 2,536,283 2,628,981 2,612,711 2,641,483 2,661,483 2,661,483
6,696,991 6,976,563 7,248,667 7,648,453 7,860,541 8,155,782 8,568,529 8,939,545 9,348,988 9,650,664 10,005,280 10,379,033 10,739,153
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January 1999 Governor's Recommendation
Price of Government
State & Local Revenues, C.Y. 1990-2002

as a Percent of Personal Income
($ in Thousands)

C.Y. 1980 C.Y. 1991 C.Y. 1992 C.Y. 1993 C.Y. 1994 C.Y. 1995 C.Y. 1996 C.Y. 1987 C.Y. 1998 C.Y. 1999 C.Y. 2000 C.Y. 2001 C.Y. 2002
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1988 F.Y. 2000 F.Y. 2001 F.Y. 2002 F.Y. 2003
School District Revenues
Tax Revenues:
Property Tax 1,358,929 1,516,895 1,614,796 1,783,311 1,877,076 1,963,009 2,082,650 2,157,263 1,963,799 1,832,267 1,875,309 1,941,077 1,992,009
Taconite Production Tax 23,289 25,344 25,421 25,536 26,001 26,028 26,786 27,658 27,658 24,958 24,958 24,958 24,958
Subtotal - School District Tax Revenues 1,382,218 1,542,239 1,640,217 1,808,847 1,903,077 1,989,037 2109436 2,184,921 1,991,457 1,857,225 1,900,267 1,966,035 2,016,967
Non-Tax Revenues:
Sales & Fee Revenue 111,848 110,624 118,700 122,046 127,635 135,713 146,763 154,394 162,423 170,869 179,754 188,742 198,179
Other Miscellaneous Revenue 181,697 206,996 248,532 276,801 303,902 332,488 331,020 367,763 408,585 453,938 504,325 560,305 622,499
Subtotal - School District Non Tax Revenues 293,545 317,620 368,232 398,847 431537 468,201 477,763 522,157 571,008 624,807 684,079 749,047 820,678
Subtotal - School Dist Own Source Revenues 1,675,763 1,850,859 2,008,449 2,207,694 2334614 2,457,238 2,587,219 2,707,078 2,562,465 2,482,032 2,584,346 2,715,082 2,837,645
Intergovernmental Revenue:
State Aid 2,243,533 2,313,643 2,373,532 2,470,649 2,837,324 2,956,485 3,008,251 3,261,251 3,573,297 3,839,481 3,969,058 3,970,145 3,961,536
State Paid Tax Credits 178,065 162,570 183,954 206,271 158,721 161,747 133,160 109,314 81,947 53,106 41,498 29,828 25,310
Education Homestead Credit 0 0 0 0 0 s} 0 [¢] 160,902 297,922 319,403 327,358 333,881
Local Aid 29,707 29,887 30,000 29,558 20,414 27,503 39,416 40,125 41,814 45,592 48,737 52,228 56,103
Federal Aid 182,435 200,860 224,445 236,807 248,375 254,149 262,125 279,688 298,427 318,421 339,756 362,520 386,808
Subtotal - Intergovernmental Revenue 2,633,740 2,708,960 2,871,931 2,943 285 3,073,834 3,399,884 3,442,952 3,690,378 4,156,387 4554522 4,718,452 4,742,079 4,763,638
TOTAL SCHOOL DISTRICT REVENUES ~ 4,308,503 4,566,819 4,820,380 5,150,979 5,608,448 5,857,122 6,030,171 6,397,456 6,718,852 7,036,554 7,302,798 7,457,161 7,601,283
Total State, L.ocal & School District Revenues
Tax Revenues 10,260,908 11,089,357  12,068424 12,795,887 13,608,571 14,574,767 15665445 16,266,047 15501579 16,664,498 17,581,990 18,324,123 19,128,397
Non-Tax Revenues 4,111,100 4,363,486 4,561,036 4,875,644 5,061,159 5,444,289 5,773,182 6,218,992 6,840,296 6,881,969 7,120,723 7,428,832 7,567,947
Intergovernmental Revenue 7,205,600 7,431,378 7,781,119 8,426,697 8,831,826 9,043,405 9,390,233 9910725 10,897,980 11,408,303 11672103 11,818,803 11,958,308
TOTAL ALL REVENUES 21,577,608 22,884,221 24,410,579 26,098,228 27,502,556 29,062,461 30,828,860 32,395,764 33,239,855 34,954,770 36,374,816 37,571,758 38,654,652
Less: Intergovemmental Revenues (7,205,600)  (7,431,378)  (7,781,119)  (8,426,697)  (8,831,826)  (9,043,405)  (9,390,233)  (9,910,725) (10,897,980} (11,408,303) (11,672,103) (11,818,803} (11,958,308)
Total Own Source Revenues 14,372,008  15452,843 16,629,460 17,671,531 18,670,730 20,019,056 21,438,627 22,485,039 22,341,875 23,546,467 24,702,713  25752,956 26,696,344
i ta P 11 84,387,500 87,867,500 94,475,000 97,202,500 104,110,000 109,452,500 117,422,500 123,210,000 429,950,500 135,455,400 141,707,200 147,861,000 154,978,175
Revenue as Percent
of Personal Income 16.9% 17.6% 17.6% 18.2% 17.9% 18.3% 18.3% 18.2% 17.2% 17.4% 17.4% 17.4% 17.2%
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